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RESOLUTION NO. 02.23.06(03)-04

RESOLUTION OF THE BOARD OF DIRECTORS OF
PALOMAR POMERADO HEALTH (“PPH”)
AUTHORIZING CLOSING ON OPTION TO PURCHASE, PURCHASE
AGREEMENT AND ESCROW INSTRUCTIONS FOR PARCELS 27
THROUGH 29 AND 33 THROUGH 36 DATED MARCH 18, 2005, BY AND
BETWEEN PPH AND JRM-ERTC I, L.P.

WHEREAS, in order to preserve an option regarding the selection of a site for an additional
hospital facility, PPH entered into an Option to Purchase, Purchase Agreement and Escrow
Instructions, dated March 18, 2005 (the “Option Agreement”) granting PPH, among other things,
an option (the “Option”) to purchase 49.65 gross acres of land within the Escondido Research
and Technology Center (the “Optioned Land”) from JRM-ERTC L, L.P. (the “Seller”); and

WHEREAS, in order to preserve an option regarding the selection of a site for an additional
hospital facility, PPH had previously entered into an Option to Purchase, Purchase Agreement
and Escrow Instructions, dated February 11, 2005 (the “Previous Option Agreement”) granting
PPH, among other things, an option (the “Previous Option™) to purchase 6.6 gross acres of land
within the Escondido Research and Technology Center (the “Optioned Land”) from JRM-ERTC
I, L.P. (the “Seller”) and subsequently closed on said Previous Option; and

WHERAS, in order to assess the suitability of the collective Option and Previous Option Land
for an additional hospital facility, PPH as Lead Agency completed an environmental review
pursuant to the California Environmental Quality Act (“CEQA”), which environmental review
will evaluated potential sites for an additional hospital in accordance with CEQA, including the
Optioned and Previous Optioned Land, and fully complied with CEQA prior to committing to a
definite course of action with respect to, or approving of, the development or construction of an
additional hospital; and

WHEREAS, PPH has determined that the collective Option and Previous Option Land is suitable
for the purposes of an additional hospital facility; and

WHEREAS, the City of Escondido by Ordinance #2006-09, the First Reading of which was
February 8, 2006 and the Second Reading of which was February 22, 2006, both in the
affirmative, agreed to the necessary zoning and entitlement modifications to the General Plan
and ERTC Specific Plan allowing for a hospital and related uses and an associated Development
Agreement; and

WHEREAS, the Board of Directors of PPH (the “Board”) desires to close on the Option and the
purchase of the Optioned Land pursuant thereto in order to proceed with the development of an
additional hospital on the Option and Previous Option Land; and

WHEREAS, the Board of Directors of PPH has determined that the source of funds necessary to
close on the Option shall be the General Obligation Bonds, Election of 2004, Series 2005A.



NOW, THEREFORE, BE IT RESOLVED by the Board:
A. DETERMINATIONS AND FINDINGS
The Board hereby determines and finds that:

(1) The Option and the Previous Option Land pursuant thereto: (a) is suitable for
an additional hospital at the specific site of the Option and Previous Option;
and (b) desires to commitment resources to the development of an additional
hospital at the specific site;

(2) PPH has conducted an environmental review pursuant to the California
Environmental Quality Act (“CEQA”), which environmental review evaluated
potential sites for an additional hospital in accordance with CEQA, including
the Optioned and Previous Optioned Land, and fully complied with CEQA
prior to committing to a definite course of action with respect to, or approving
of, the development or construction of an additional hospital;

(3) After appropriate CEQA review the Board determined that the Optioned and
Previous Optioned Land is suitable for the construction of an additional
hospital;

(4) The closing on the Option and the purchase of the Optioned Land and the
previous acquisition of the Previous Option Land is in the best interest of the
District in order to develop an additional hospital pursuant to the District’s
Facility Master Plan.

(5) That the General Obligation Bonds, Election 2004, Series 2005a for the purchase of
the Option and Previous Option Land is an authorized use as required pursuant to
Section 5.08 of the Paying Agent Agreement, dated as of June 1, 2005 (the "Paying
Agent Agreement"), between the District and Wells Fargo Bank, National
Association, as paying agent, the Board hereby determines that the District has
achieved CEQA Compliance.

B. RESOLUTIONS

The Board hereby authorizes the closing of the Option Agreement by PPH’s Chief
Executive Officer or Chief Financial Officer, and the execution of documents
necessary to consummate closing of the Option Agreement and acquisition of the
Optioned Land. The Board hereby further authorizes the performance of the
obligations of PPH under the Option Agreement, including, but not limited to, the
associated Agreements — Development Agreement and Acknowledgement of the
CCRs.

The Board hereby authorizes the use of General Obligation Bonds, Election 2004,
Series 2005a funds for the purchase of the Option and the Previous Option Land.



All acts and things previously done and performed (or caused to be done and
performed) in the name and on behalf of PPH prior to the date of these resolutions
in furtherance of any of the foregoing resolutions and the transactions
contemplated therein be, and the same hereby are, ratified, confirmed and
approved.

PASSED AND ADOPTED at a meeting of the Board of Directors of Palomar Pomerado Health

held on February __, 2006, by the following vote:

AYES:
NOES:
ABSTAINING:

ABSENT:

ATTESTED:

Chairperson

Secretary



(FRI} 3.18'05 12:40/5T. 12:36/N0. 4861919418 P 2

Exee Wzﬂj ! ‘”

OPTION TO PURCHASE, PURCHASE AGREEMENT Coutie fﬂ@\s
P

FROK LATHAM & WATXINS LLP

AND ESCROW INSTRUCTIONS
(Parcels 27 through 29 and 33 through 36)

THIS OPTION TO PURCHASE, PURCHASE AGREEMENT AND ESCROW
INSTRUCTIONS (“Agreement™) dated as of March 18, 2005 (“Effective Date”) is made by
and between JRM-ERTCI, L.P., a California limited partnership (“Seller™), and Palomar
Pomerado Health, a California Health Care District (“Buyer™), with reference to the facts set
forth below and constitutes (i) an option to purchase granted by Scller to Buyer, (ii) if said option
is excreised, a contract of purchase and sale between the parties, and (iii) escrow instructions to
Escrow Agent (as hercinafter defined).

ARTICLE ] - RECITALS

1.1 TheProperty. Seller currently owns a parcel of unimproved real propesty located
in the City of Escondido, County of San Diego, State of California, commonly described as a
portion of Assessor's Parcel Nos. 232-03-26, 232-03-27, and 232-040-21, and more particularly
described on Exhibit “A-1" hereto and as depicted on the sitc plan (“Site Plan™) attached as
Exhibit “A-2" hereto (such parcel, collectively with all rights and interests in any streets, allcys,
roads or other public ways adjoining or serving such parcel, and any ather rights or interests that
may be appurtenant to such parcel, hereinafier referred to as the “Property”). The Property is
located within the Escondido Rescarch and Technology Center (“ERTC" or “Project”) and
consists of approximately 49.65 gross acres and 28.08 net acres of land, and is currently known’
as Parcels 27 through 29 and 33 through 36, shown on the draft Final Map submitted to the City
of Escondido on or about August 18, 2004 (“Draft Final Map”™), a copy. of which was
previously dclivered by Seller to Buyer. Seller also owns a parcel of unimproved real property
located adjacent to the Property, consisting of approximately 6.6 gross acres and 6.56 net acres
of land currcnily known as Parcels 30, 31 and 32 shown on the Draft Final Map and as depicted
on the Site Plan (the “Additional Option Property”). Buyer currently has the option to
purchasc the Additional Option Property pursuant to that certain Option to Purchase, Purchase .
Agrecment and Escrow Instructions between Buyer and Seller dated as of February 11, 2005 (the
“Additional Option Agrecment™). The exact boundaries of the Property and Additional Option
Propeny shall be as set forth in the Final Map (as defined in Section 4.2.5 below).

1.2 Option to Purchase. Sellcr now desires to grant to Buyer, and Buyer desires to
obtain from Seller, an Option to Purchase the Property. '

NOW THEREFORE, for the sum of ten dollars ($10.00) and other good and valuable
consideration, the reccipt and sufficicncy of which is hereby acknowledged, the parties hereto
agree as follows:

ARTICLE 2 - GRANT OF OPTION; PURCHASE PRICE

2.1 Grant of Option. Seller hereby grants to Buyer, and Buyer hercby accepts from
Seller, the exclusive right and option to purchase all of Sellcr’s right, title and interest in and to
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the Property, upon the terms and covenants and subject to the conditions set forth in this
Agreement (the “Option™).

2.2 Term of Option. The term of the Option shall. commence on the Effective Date
and shall expire at 5:00 p.m. Pacific Time on August 31, 2005 (the “Option Expiration Date”).

2.3 Exercise of Option. The Option may be exercised by Buyer's delivery to Seller,
during the term of the Option, of a written notice from Buyer stating that the Option is cxercised,
accompanicd by payment of Two Hundred Fifty Thousand Dollars ($250,000.00) in immediately
available funds from Buyer 10 Secller (the “Option Paymeat™). The Option Payment shall be
applicable to the Purchase Price, and shall be non-refundable to Buyer except in the event that
this Agrcement is terminated pursuant to Sections 4.2.5, 8.1.2(v), 11.2, 13.2, or by reason of the
default of Seller (in which casc the Option Payment shall promptly be refunded to Buyer). Upon
any such exercise of the Option by Buyer, this Agreement shall automatically constitute a
purchasc ugrecment between Buyer and Seller. If the Option has not been exercised in strict
accordance with the terms hereof prior to the expiration of the tetm of the Option, then the
Option and all nghts of Buyer hereunder shall immediately and automatically terminate and shall
be of no further force and effect. If (i) Seller has performed all of its obligations under the
Additional Option Agreement, and is not in breach or default of any of the provisions thereof,
and (i) the Final Map (as defined in Section 4.2.5) has been filed of record in the San Diego
County Recorder’s Office (the “Recorder’s Office”), then Buyer's acquisition of the Additional
Option Property pursuant to the Additional Option Agreement shall be a condition precedent to
Buyer’s right to exercise the Option.

2.4 Purchas¢ Price. If Buyer excrcises the Option, then the total Purchase Price for
the Property shall be Twenty-Eight Million Eighty Thousand and 00/100 Dollars
($28,080,000.00) (the “Purchase Price”’). If Buyer exercises the Option then, on or before the
Closing (as defined in Section 8.1), Buyer shall, pursuant to the terms and conditions of
Section §.1.1, deliver to Escrow Agent funds in an amount equal to the Purchase Price, less the
Option Payment, in cash or centified funds.

ARTICLE 3 - OPENING OF ESCROW

3.1 The Escrow. Immediately upon execution hereof, Seller shall open an escrow
(the “Escrow™) with Chicago Title Company at the address set forth in Section 14.1, as escrow
agent ("Escrow Ageut”). Buycr and Seller shall deliver to Escrow Agent their fully executed
counterparts ol this Agrecment, which Buyer and Seller agree shall constitute escrow
instructions. 1n addition, the parties agree to execute Escrow Agent’s usual form of supplemental
cscrow nstructions for transactions of this type with any modifications that are mutually
acceplable to Buyer and Seller; provided, however, that such escrow instructions shall be for the
purpose of implementing this Agreement, and shall not have the effect of modifying this
Agreement, unless both parties agree and it is 50 expressly stated and initialed on behalf of both
Buyer and Seller. “Opening of Escrow” shall mean the date on which this Agreement is fully

signed by all parties and deposited into Escrow.

s———

Buyer “Seller
SDTI33) "
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ARTICLE 4 - CONDITIONS TO THE PARTIES’ OBLIGATIONS

4.1  Intentionall

4.2  Conditions to Buyer's Obligation to Purchase. If Buyer exercises the Option, then

Buyer's obligation W purchase the Property shall be expressly conditioned upon the timely
satisfaction of each of the following:

4.2.1 Performance by Seller. Timely performance of each material obligation
and covenant of, and delivery required of, Seller hereunder, including all deliveries required of
Seller as of the Closc of Escrow pursuant to Article 6 below.

4.2.2 Representations and Warranties. All of Seller’s representations and

warranties hercunder shall be true and correct as of the Closing Date, with the same force and
cffect as if made on such date.

4.2.3 Delivery of Title Policy and Possession. Delivery on the date of the

Closing (or Title Company's unconditional and irrevocable commitment to deliver following the
Closing) of: (i) the Title Policy (in the form provided in Section 8.1.2) showing fee title to the
Property as having vested in Buyer, and (ii) possession of the Property as provided in Article 15
hereof,

4.24 Declaration of CCRs. Buyer acknowledges that it has received a copy of
the Declaration of Covenants, Conditions and Restrictions (the “Declaration”) to be recorded
against certain portions of the Project (excluding the Property and Additional Option Property)
concutrently with recordation of the Final Map. Immediately upon execution hereof, Buyer and
Seller shall use their good faith efforts to expeditiously negotiate the terms of a mutually
acceplable Supplementary Declaration that will be recorded against the Property, the Additional
Option Property and other property located in the ERTC (the “Supplementary Declaration™)
that will annex the Property, the Additional Option Property, and such other property to the
Declaration and modify certain portions of the Declaration relating to, among other things,
Buyer's use of the Property and Additional Option Property (including, without limitation,
Buyer’s exclusive right to operate an acute-care general hospital and related facilities). If the
partics fail to reach an agreement regarding the terms of a mutually acceptable Supplementary
Dccluration within thirty (30) days after the Effective Date, then either party shall thereafter have
the right to terminatc this Agreement by written notice to the other, provided that such notice is
received before the parties agree upon the terms of the Supplementary Declaration. Once the
parties have agrecd upon the form of the Supplementary Declaration, it shall be a covenant and
obligation of Seller thal Seller promptly cause the Supplementary Declaration to be filed of
record in the Recorder’s Office. The discharge of such obligation by Seller shall be a condition
precedent to Buyer's obligation under this Agreement to purchase the Property. Notwithstanding
the foregoing, if Buyer fails to consummate the purchase of the Property, Seller may, in its sole
discretion, de-annex all or any portion of the Property from the Declaration.

4.2.5 Final Map. Recordation of a final map, lot line adjustment, and/or other
document(s) (the “Final Map™) 10 divide the Property into separate legal lots in substantial
contormance with the Draft Final Map previously submitted to the City o ndido and in
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compliance with the Califomnia Subdivision Map Act. Seller covenants that it shall use diligent
and commercially reasonably etforts to cause the Final Map 1o be recorded by March 18, 2005,
or as quickly thercafier as possible, and in no event later than the Option Expiration Date. If
Seller is still unable 10 record the Final Map on or before the Option Expiration Date, despite its
diligent and commercially reasonable efforts to do so, Buyer shall thereafter have the right, in its
sole and absolute discrction, to ¢lect by delivering written notice of such election to Seller on or
before the Optivn Expiration Date to (i) extend the time for Seller to record the Final Map, in
which case the Option Expiration Date shall be extended until such date as is five (5) Business
Days after Scller provides writtcn notice to Buyer that Seller has recorded the Final Map, or
(1) terminate this Agreement by written notice to Seller. Failurc of Buyer to deliver such notice
shall be deemed Buyer's clection to extend the time for Scller to record the Final Map as
provided above. If Buycr elects (or 1s deemed to have elected) to extend the time for Seller to
record the Map in accordance with this Section, and if Seller is still unable to record the Final
Map on or before July 1, 2006, despite its diligent and commercially reasonable efforts to do so,
Seller shall be relieved of any further obligation to record or otherwise process the Final Map
and thereafier either party may terminate this Agreement by written notice to the other.

4.2.6 Development Agreement. Immediately upon execution hereof, Buyer and
Seller shall use their good faith efforts to expeditiously negotiate the terms of a mutually
acceptable developracnt agreement that will set forth the agreement of the parties concerning
their future joint development of up to 300,000 square feet of medical office building space and
associaled parking on portions of the Property to be identified by the Buyer (the “Development
Agreement”). If the partics fail to reach an agreement regarding the terms of a mutually
acceplable Development Agreement within thirty (30) days after the Effective Date, then either
parly shall thereafter have the right to terminate this Agreement by written notice to the other,
provided that such notice is received before the parties agree upon the temms of the Development

Agreement.

4.2.7 Dispute Resolution. The dispule resolution mechanism set forth herein
shall be the exclusive dispute resolution mechanism available to the parties for resolution of any
disputes or claims (collectively, the “Disputes”™) relating to or arising out of the exercise of
Seller’s right to terminate this Agreement due to the parties’ failure to reach agreement regarding
the terms of the Supplementary Declaration or Development Agreement as provided in Scctions
4.2.4 and 4.2.6 above, Buyer shalf raise any such Disputes by written notice to Seller within ten
(10) Business Days after receipt of Seller’s termination notice. Failure of Buyer to so notify
Seller within such ten (10) Business Day period shall be deemed a waiver of the right to dispute
or contest Scller’s right w so tcrminate this Agreement including, without limitation, any right to
an action for specific performance and any other remedy Buyer may have in connection with the
exercise of Seller’s right to so torminate this Agrecment. If a Dispute cannot be settled amicably
within seven (7) Business Days after the giving of such notice, either party may submit the
Dispute for arbitration in accordance with the Commercial Arbitration Rules of the American
Arbitration Association (“AAA™), as amended and in effect on the date that demand for
arbitration is filed with the AAA, such demand for arbitration to be filed within five (5) Business
Days following expiration of such seven (7) Business Day period. Failure of either party to file
such demand for arbiiration within such five (5) Business Day period, shall bc deemed a waiver
of the right (o dispute or contest Seller’s right to so terminate this Agreement. Each party hereto
agrees that any such Dispute shall be submitted to a singlc arbitrator il agreed to by, the parties to

4 MK/ Buyer  Seller
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the arbitration. Otherwise, each party to the arbitration shall select one arbitrator, and the
arbitrators selected shall then choose one additional arbitrator and these shall constitute the
arbitration panel. In all cases, the sclected arbitrators shall be independent of and unaffiliated
with either of the parties and shall be recognized as having substantive knowledge of the field
and matter that is the subject of the Dispute. The ruling of the arbitrator(s) shall be binding and
conclusive upon the parties hereto to the fullest extent permitted by law. Any arbitration shall
occur in San Diego County, California, or at any other location agreed to in writing by the parties
to the arbitration, within sixty (60) days after filing the demand for arbitration. Judgment upon
any award or decision rendered in such arbitration may be entered in any court having
jurisdiction thereof. The arbitrator(s) shall be governed by and shall apply the substantive law of
the State of California in muking their award. In any such arbitration, the prevailing party shall
be entitled to reimbursement of attomeys’ fees, costs, and expenses incurred in connection with

the arbitration.

4.3  Conditions to Seljer’s Obligation to Sell. If Buyer exercises the Option, then

Scller’s obligation to sell the Property to Buyer shall be expressly conditioned upon the timely
satisfaction of each of the following:

4.3.1 Performance of Buyer. Timely performance of each material obligation
and cavenant of, and delivery required of, Buyer hercunder.

4.3.2 Payment of Purchase Price. Payment or delivery to Seller of the amount

of the Purchase Price, minus the Option Payment and the amount of any applicable Purchase
Price Ulold-Back, in the manner herein provided.

4.3.3 FEinal Map. Recordation of the Final Map for the Property has been
approved by the City of Escondido and recorded in compliance with the Califommia Subdivision
Map Act. Seller covenants that it shall use diligent and commercially reasonable efforts to cause
the Final Map to be recorded by March 18, 2005 or as soon thereafter as possible (subject to the
provisions of Section 4.2.5 above).

434 Dgvelopment Asreement The Development Agreement has been
executed and delivered by Buyer.

jecli i R P ents.  Any notice of
xermmatmn of this Agwemenl or the Escrow shall be gwen as ptovnded in Aricle 14 of this
Agrecement. Esciow Agent shall bave no liability or responsibility for determining whether ot

. .not a party. giving a.notice of termination. is or is not in-default hereunder. Within two (2)
calendar days afler receipt of notice of tenmination from one party, Escrow Agent shall deliver a
copy of such notice to the other party. Unless wrillen objection to the termination of the Escrow
15 received by Escrow Agent within ten (10) calendar days after Escrow Agent delivers such
notice to the other party, (i) Escrow Agent shall forthwith terminate the Escrow and return al)
documents and other jtems held by it to the party depositing same, except that Escrow Agent
may retain copies of such documents and other items usually retained by Escrow Agent in
accordance with standard escrow termination procedures and practices, and (ii) the terminating
party shall forthwith pay to Escrow Agent the Escrow Agent’s reasonable Lscrow termination
charges, unless the termination was the result of the default or breach of this Agreement by the

5 M TBuyer  Scller
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other paty, in which case all Escrow termination fees shall be paid by the party in breach or
default hereof. If wiitten objection to the termination of the Escrow is delivered to Escrow
Agent within such ten (10) day period, Escrow Agent is directed to hold all funds, documents
and other items delivered to it in connection with the Escrow and shall take no further action
until otherwise directed, either by the parties’ mutual written instructions or final order of a court

of competent jurisdiction.

ARTICLE 5 - BUYER’S DELIVERIES TQO ESCROW AGENT
5.1 £ -Exercise Obligations. If Buyer exercises the Option, then the

following shall constitute obligations of the Buyer:

5.1.1 Purchase Price. On or before the Closing Date, Buyer shall deliver to
Escrow Agent (i) cash in the amount of the Purchase Price, less the Option Payment and any
applicable Purchase Price Hold-Back and (ii) any prorations chargeable to Buyer, and any other
amounts payable by Buyer hereunder, to the extent that same exceed any proration or other
credits for the benefit of Buyer hereunder,

5.12 Development Agrcement. Buyer shall, on or before the Closing Date,
deliver to Escrow Agent two (2) original counterparts of the Development Agreement executed

by Buyer.

5.1.3 Other Documents. Buyer shall deliver such other and further documents
as Escrow Agent may reasonably require in order to consummate the transaction described

herein.

5.2 Failuge to Deliver. Buyer's failure to make any delivery required by this Article 5
by the date or within the time set forth above, shall constitute a matenal breach of this
Agreement by Buyer, unless such failure is caused by a breach by Seller of any provision of this .
Agreement. '

‘LE 6 - SELLER’S DE S ROW AGENT

6.1 Seller’ -exercise_Obligatiops. If Buyer exercises the Option, then the
followiny shall constitute obligations of the Seller:

6.1.1 GrantDeced. Seller shall, on ot before the Closing Date, deliver to Bscrow
Agent a Grant Deed conveying title to the Property to Buyer subject only to those title exceptions
that have hecn approved by Buyer pursuant 10 the provisions of Section 7.1. below, materiglly in
the form shown on Exhibit “B” attached hereto (the “Grant Deed”) executed and acknowledged

by Seller.

6.1.2 Tax Status Statement. On or before the Closing Date, Seller shall deliver
to Escrow Agent (i) an affidavit executed by Seller under ponalty of perjury, stating Scller's

United States taxpayer identification number and that Seller is not a foreign person, in
accordance with Internal Revenuc Code Section 1445 (b) (2) or a currently valig “qualifying

6 4‘]&‘/ Buyer “Seller
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statement” issued lo Seller by the Internal Revenue Service and (i) a California Form 593-W
executed by Seller and certifying that Seller is exempt from the provisions of Section 18805 and
26131 of the California Revenue and Taxation Code and that no amounts must be withheld from
the Purchase Pricc pursuant to such code sections.

6.1.3 Title Policy. At Closing, Seller shall provide (pursuant to Article 8), the
Title Policy in the amount of the Purchase Price and in the form provided in Section 8.1.2 (or
Title Company’s unconditional and irrevocable commitment to deliver the Title Policy to Buyer
in that form following the Closing). Seller shall deliver to the Title Company such affidavits and
indemmnities as the Title Company may require in order to deliver the Title Policy in the form

provided in Section 8.1.2.

6.14 ALTA. Survey. At least twenty (20) days prior to the Closing Date,
Seller shall deliver 0 Escrow Agent and to Buyer signed and scaled originals of an A.L.T.A.
survey which shall be in the form of the Existing Survey described in Section 7.1.2, but which
shall be recertified to Buyer and shall be updated to a date no earlier than thirty (30) days prior to
the Closing Date (the “Updated Survey”). .

6.1.5 inatio eller’s Relocation Ri Seller shall, on or before the
Closing Date, deliver to Escrow Agent a termination and quitclaim of all of Sciler’s rights under
the Seller’s Relocation Right (as such term is defined in the Additional Option Agreement), in
form and substance rcasonably acceptable to Buyer.

6.1.6 Development Agrecment. Seller shall, on or before the Closing Date,
deliver to Escrow Agent two (2) original counterparts of the Development Agreement executed

by Seller.

6.2  Failure 1o Deliver. Seller’s failure to make any delivery required by this Article 6
by the dute or within the time set forth above shall constitute a material breach of this Agreement
by Scller, unless such breach is caused by a breach by Buyer of any provision of this Agreement.

ICLE7-1 OF PER
7.1  Delivery of Documents. Except as otherwise provided for below, the parties -
acknowlcdge that the following documents were delivered to Buyer prior to the mutual execution

of this Agreement:

_ 7.1.1 Prelini eport. Buyer has received or will receive within five (5)
days after the Effective Date a preliminary title report (the “Prcliminary Report™), covering the
Propenty and issued by Chicago Title Company (the “Title Company™), together with legible
copies of all instruments shown as exceptions in the Preliminary Report.

71.2 ALT.A Survey. Seller has provided Buyer with a copy of that certain
A.L.T.A. Survey of the Project prepared by Project Design Consultants (the “Surveyor”), and
dated February 23, 2005 (the “Existing Survey™).

713 .mmﬂ_&:lnmm.&md_&&ﬁmsm Buyer shall have
until 5:00 p.m. Pacific Standard Time on August1, 2005 (the “Title Review, Period”) to
5«/;'[%
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(i) approve the Preliminary Report and Existing Survey, or (ii) notify Seller and Escrow Agent,
in writing, of any unacceptable portions of the Preliminary Report and Existing Survey (“Title
Objections™). Failure of Buyer 10 notify Seller, or Escrow Agent, of Buyer’s Title Objections on
or before the expiration of the Title Review Period shall be deemed Buyer’s approval of the
Preliminary Report and Existing Survey. Notwithstanding any provision of this Agreement to
the contrary, Seller shall be required, on or before the Closing Date, to remove all monetary liens
and judgments that encumber the Property, whether or not the same are identified by Buyer as
Title Objections. In the event Buyer disapproves any items related to title or survcy, Seller shall
notify Buyer within ten (10) calendar days whether Seller is willing or able to provide for the
removal of such title or survey matters. If Seller notifies Buyer in writing (“Seller’s Refusal
Naotice”) that Seller is eithicr unable or unwilling to rectify such title or survey matters to Buyer’s
satisfaction, Buyer shall within ten (10) calendar days after receipt of Seller’s Refusal Notice,
either (x) waive the Title Objection(s) that Seller is unable or unwilling to rectify or (y) terminate
this Agreement without penalty. Failure of Buyer to so notify Seller within such ten (10) day
period. shall be decemed Buyer's waiver of such Title Objection(s) and approval of the
Preliminary Report and Existing Survey.

7.1.4 Informational Documents. Seller has provided copies of informational
materials rclating to the Property which are in Seller’s possession or which files Buyer has been
or will he provided access to by Seller, including but not limited to: the Final Map, soils reports
and cnvironmental investigations (the “Informational Documents™). The Informational
Documents provided to Buyer, if any, are to aid Buyer's analysis of the Property; however,
Scller makes no representation or warranty of any kind with respect to accuracy or completeness
of the Informational Documents; Buyer shall undertake any and all investigation which Buyer
deems appropriate to verify and analyze the information contained or referenced in the
Informational Documents. Buyer shall have until the Option Expiration Date to approve or
disapprove in writing, the Informational Documents. Failure of Buyer to notify Seller and
Escrow Agent, in writing, of Buycr's disapproval shall be decmed Buycr's approval of the
Informatianal Documents.

7.2 Feasibility Review Process. In the event that Buyer desires access to the Property
for testing or feasibility studies, the following shall apply: (i) For non-invasive studies Buyer
shall provide Seller with at least twenty-four (24) hours verbal notice of Buyer's intention to
conduct any non-invasive studies or tests on the Property, and no insurance shall be required, and
(i) for invasive studies Buyer shall provide or shall cause its consultants to provide commercial
general liability insurance in the amount of $1,000,000, naming Seller as an additional insured,
and provide Seller with ut least forty-cight (48) hours verbal notice of Buyer’s intention to
conduct any studies and of the scope of such studies and/or tests such that Seller may make itsclf,
its cmployees, agents or its consultants available and present during the course of such studies or
tests. At the end of such testing, Buyer shall retumn any areas tested to their original condition,
repair all damage to the reasonable satisfaction of Seller and shall indemnify, defend, and hold
Scller harmless for any and all damsge, injury or other claims caused by such iesting or
surveying. The feasibility period shall end upon the Option Expiration Date and, if there are no
written objcctions provided to Seller by Buyer, it shall be deemed that Buyer has reviewed the
Property and has satisfied itself in all matters and respects with regard to the condition of the

Propenty.
8 m ’Buye'r Seller
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FROM LATEAM & WATKINS LLP , (FRI) 3
7.2.1 AS - IS Condjtion of the Property. Buyer agrees that, except as

specifically sct forth in this Agreement, there have been no representations or warranties made
by or on behalf of Seller in connection with this Agreement or as to any matters concermning the
Property, including but not limited to the condition, acreage, topography, climate, water, water
rights, utilities. present or future zoning or entitlements, present or future assessments or
govermmental exactions, soil, subsoil, hazardous materials, the purposes for which the Property is
suited, drainage, access to public roads, proposed roules of roads or extensions thereof. Except
as specifically set lorth in this Agreement, upon exercise of the Option by Buyer, the Property
shall b¢ sold by Seller and purchased by Buyer “AS-IS”, “WHERE IS" AND “WITH ALL
FAULTS”. Buyer acknowledges that the Purchase Price for the Property might be higher if
Buyer were not acquiring the Property in its “AS-IS" condition. Buyer acknowledges that it is
expericnced in the acquisition, ownership, and development of real property and that Buyer may
have chosen not to utilize the opportunity provided in this Agreement to make investigations and
studies concerning the Property, and thereby assumes any accompanying risk for such choice.
Buyer veprescnts to Seller that, except for the representations and warranties of Seller set forth in
this Agreement and except as specifically set forth in this Agreement, Buyer is relying solely on
its own independent investigation of the Property and has had (or prior to the Closing Date will
have had) sufficient time and opportunity to make such independent investigations, inquiries, and
cvaluations as Buycr deems necessary or appropriate to decide for itself the degree and scope of
risk which exists in conncction with the acquisition of the Property and to detenmine that the
value of the Property justifies the Purchase Price. To the extent Scller has made available to
Buver studies, survey and other information relating to the Property, the same has heen as an
accommodation only and with no representation or warranty whatsoever except for the
representations and warranties of Scller set forth in this Agreement. On the basis of said
represcntations, warranties and covenants of Buyer, Seller is willing to eoter into this Agreement,
and Sclier shall have no obligation to make any repairs, alterations, or changes to the Property
except as provided for in this Agreement. Any agreements, warranties or representations not
expressly contained in this Agreement shall in no way bind Seller.

11 - ING

8.1  Date and Manner of Closing. If Buyer exerciscs the Option, then Escrow Agent
shall close the Escrow (“Closing Date™ or “Closing” or “Close of Escrow™) on such date as is
identificd in a written notice by Buyer to Seller and Escrow Agent (the “Closing Notice”),
provided that such date is (i) at least ten (10) days afier the date of such notice, (ii) no sooner
than January 1, 2006, and (iii) no later than February 28, 2006 (subject to Buyer's right to extend
the date for Closing pursuant to Section 4.2.5). If Buyer has not delivered the Closing Notice
prior to February 1, 2006, then the Closing Date shall be February 28, 2006 (subject.to Buyer's
nght to cxtend the date for Closing pursuant to Section 4.2.5). The Closing shall occur when and
only when each of the following conditions has been satisfied:

8.1.1 Fundsand Documents. ' All funds and instruments requircd to be delivared
to Escrow Agent pursuant to this Agreement have been so delivered.

8.1.2 Title Insurance. The Title Company is unconditionally and irrevocably
committed 1o i1ssuc an ALTA extended coverage owner’s pulicy of title insutance (*Tide

Policy™) with liability 1n the amount of the Purchase Price, without 2 mech | exception
9 N\ Buyer  Seller
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or an exception for matters that would be disclosed by a Survey or inspection of the Property,
and containing such endorsement coverages as Buyer may require, provided Buyer has notified
Seller and the Title Company of such endorsements prior to the Option Expiration Date, subject

only to the following:

() non-delinquent real property taxes and assessments;

(i) non-delinquent supplemental assessments, if any, assessed
pursuant to the provisions of Chapter 3.5 (commencing with Section 75) of the Revenue and
Taxation Code of the State of Califoria;

(ili) those certain liens, easements, cxceptions, defects and other
encumbrances as set forth in the Preliminary Report to the extent that same have been approved
by Buyer pursuant to the proccedures set forth in Section 7.1;

(iv)  the Declaration, as amended by the Supplementary Declaration (or
other reciprocal rights agreement or declaration in substantial conformity therewith);, and

(v)  Any easements required by the City of Escondido or other
governmental or quasi-governmental agencies in connection with recordation of the Final Map or
reasonably necessary to satisfy any conditions to recordation of the Final Map or completion of
the Site Improvement Work, provided that the same have been submitted to and approved by
Buyer, which approval shall not be unreasonably withhcld, conditioned, or delayed. If any such
adklitional easemenis are not acceptable to Buyer, and if Seller is unable, after exercising
commercially reasonable ¢fforts, to convince the applicable party to rescind its request for the
casemnent(s), then Buyer shall have (he right to terminate this Agreement by written notice to
Seller. Upon written notice by Buyer to Scller delivered at least sixty (60) days before Closing,
Scller shall, at Seller's expense, cause those certain proposed private access easements through
and scross the Property at locations shown on Sheet 7 of the Final Map which are specified by
Buyer n such notice (o be terminated.  Buyer shall reasonably cooperate, at Seller’s expense,
with Seller and its agents, employees, and representatives in connection with the termination of

such easements.

8.1.3 The Updated Survey shall have been delivercd by Seller to Escrow Agent
and Buyer pursuant to the provisions of Section 6.1.4.

8.1.4 The Supplementary Declaration shall have been recorded in the
~ Recorder’s Office.

82 elaz in C__Q_gmg,_éwghg. If Escrow Agent cannot close the Escrow
on or before the Closing Date, it will nevertheless close the same when all conditions have been

satisfied or waived, notwithstanding that one or more of such conditions has not been timely
performed, unicss after said date and prior to the Closing, Escrow Agent receives a written notice
to terminate the Escrow and this Agreement from a party who, at the time such notice is
delivercd, is not in default hercunder. Neither (i) the exercise of such right of termination,
{u) delay in the exercise of such right, nor (iii) the return of monies and documents, shall affect
the nght to the party filing such notice of termination to pursue other available remedies for the
other panty’s breach of this Agreement; nor shall (x) the giving of such notice, (y)the failure to

10
NIdTadiy
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object to termination of the Escrow, or (2) the retun of monies and documents affect the right of
the other party to pursue other available remedies for the breach of the party who gives such

notice.

ARTICLE 9 - PRO ONS. S AND COST

9.1 Prorations. Fscrow Agent shall prorate (i.e., apportion) bctween the parties in
cash, at the Closing, the following (all prorations are to be made on the basis of the actual
number of days in the period subject to proration, unless otherwise specifically instructed in

writing):

9.1.1 Real Property Taxes, Assessments and Bonds. All non-delinquent general
and special real property taxes, bonds and assessments payable in installments levied or assessed
against the Propenty, shall be prorated by Escrow Agent between Buyer and Seller on the basis of
the latest tax bills, based upon a 365-day year as of the Closing Date. All such taxes and
assessments for the current fiscal tax year during which Escrow closes shall be prorated as of the
datc of the Close of Escrow. Seller shall be responsible to pay any supplemental tax bill related
to any event on the Property preceding the Close of Bscrow or related to the Site Improvement
Work. Buyer shall be responsible to pay any supplemental tax bill which pertains to this sale of
the Property to Buyer or the improvement of the Property by Buyer after Close of Escrow (other
than the Site Improvement Work). The parties expect that any such tax bill or supplemental tax
bill will cover only the Property, However, should any such tax or supplemental tax cover land
in addition to the Property, the partics agree to prorate the tax or supplemental tax based on the
area of the Property and the total area covered by the tax bill or supplemiental tax bill.

9.1.2 Miscellaneous. All of the prorations respecting the Property, except as
otheowise provided herein, shall be made in accordance with the custom in San Diego County,

California.

9.2  Seller’s Fees and Costs. Seller shall pay (i) one-half of Escrow Agent's escrow
fee, (ii) usual Seller’s recording charges; (iii) City, if any, and County Documentary Transfer
Tax in thc amount required by law, (iv) the fee for the CLTA standard portion of the premium
for the Title Policy, and (v) the cost of the Updated Survey.

9.3 Buyer’s Fees und Costs. Buyer shall pay (i) one-half of Escrow Agent’s escrow
fee, (i) usual Buyer's recording charges, (iii) any wire transfer costs for the transfer of funds into
Escrow by Buyer, and (iv) any additional premium for an ALTA title policy or any special
nonstandard or additional endorsements requested by Buyer.

ARTICLE 10 - DISTRIBUT AND DOCU S

10.1 Eomp of Dishursements. All disbursements by Escrow Agent shall be made by
trust account checks of Escrow Agent drawn on 2 local bank or by wire transfer to the account of

the receiving party, as such party may direct.

10.2 Recorded Documents. Escrow Agent shall cause the County Recorder of
San Diego County to mail the Grant Deed (and any other document which is herein gxpressed to

11 m - uycr "Seller
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be, or by general usage is, recorded) after recordatjon, to the grantee, beneficiary or person
(1) acquiring nights under said document or (ii) for whose benefit said document was acquired.

10.3 Non-Recorded Documents. Escrow Agent shall, at the Closing, deliver by United
States mail (or shall hold for personal pickup, if requested), each non-recorded document
received hereunder by Escrow Agent to the payee or person (i) acquiring rights under said
document or (i) for whose benefit said document was ucquired.

104 Cash Dishursements. Escrow Agent shall, at the Closing hold for personal
pickup, or shall arrange for wirce transter (i) to Scller, or order, the cash portion of the Purchase
Price, plus any funds received as prorations or other credits and/or payments to which Seller
shall be entitled, and less any appropriate proration or other credits and/or payments to which
Buyer shall be entitled, and (ii) to Buyer, or order, any excess funds theretofore delivered to
Cscrow Agent by Buyer. Upon Escrow Agent’s request, Buyer and Seller hereby agree to deposit
with Escrow Agent all sums necessury to pay their respective shares of the costs of Closing.

10.5 Copies of Documents. Escrow Agent shall, at 1he Closing, deliver to Buyer and
to Scller, a copy of the Grant Deed (conformed to show recording data) and cach document
recorded to place titlc in the condition required by this Agreement.

RTICLE 11 - OF DOCU TS S UPO
11.1  Return of Seller’s Documents. Except as otherwise expressly provided in this

Agreement, in the event the Escrow is terminated for any reason other than Seller’s defoult, then
Buyer shall, within five (5) calendar days following any request made by Seller following such
termination, deliver to Seller all documents and materials, if any, relating to the Property
previously delivcred to Buyer by Sellor,

112 Retum of Buyer's Documents. Except as otherwise expressly provided in this
Agrecment and subject to Paragraph 11.1, in the event the Escrow is terminated for any reason

other than Buyer's default, Scller shall within five (5) calendar days following such termination,
debver 1w Buyer all funds, documents and materials, if any, previously dclivered by Buyer to
Escrow Agent or Seller; and Escrow Agent shall deliver all funds and documents and materials
deposited by Buycer and then in Escrow Agent’s possession to Buyer.

11.3 No Effect on Rights of Parties. The return of documents and monies as set forth
above shall not affect the right of either party to seek such remedies as such party may have with

respect to the enforcement of this Agreement.
ARTICLE 12 - DEFAULT

1.1 DAMAGES. IF BUYER EXERCISES THE OPTION BUT FAILS TO
COMPLETE THE ACQUISITION. AS HEREIN PROVIDED, AND SUCH FAILURE
CONSTITUTES A MATFRIAL DEFAULT BY BUYER THAT WAS NOT CAUSED BY A
DEFAULT BY SELLER UNDER THIS AGREEMENT, THEN SELLER SHALL BE
RELEASED FROM ANY FURTHER OBLIGATIONS HEREUNDER AND SHALL BE
ENTITLED 10 DAMAGES AS PROVIDED IN THIS SECTION12.1 ("D
INSOFAR AS IT WOULD BE EXTREMELY IMPRACTICABLE AND,

SDW3E
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ESTIMATE THE DAMAGE AND HARM WHICH SELLER WOULD SUFFER IN THE
EVENT BUYER DEFAULTS HEREUNDER IN THE MANNER DESCRIBED IN THE
PRECEDING SENTENCE, BUYER AND SELLER AGREE THAT A REASONABLE
ESTIMATE OF THE TOTAL NET DETRIMENT THAT SELLER WOULD SUFFER IN THE
EVENT THAT BUYER SO DEFAULTS UNDER THIS AGREEMENT BEYOND ALL
APPLICABLE NOTICE AND CURE PERIODS, IS THE SUM OF TWO MILLION
DOLLARS ($2,000,000.00), PAYABLE BY BUYER TO SELLER (LESS THE OPTION
PAYMENT, WHICH SHALL BE APPLICABLE TO SUCH SUM) IMMEDIATELY UPON
SUCH DEFAULT. BY INITIALING THIS SECTION IMMEDIATELY BELOW, SELLER
AND BUYER ACKNOWLEDGE THEIR APPROVAL OF THIS DAMAGES PROVISION.
SCLLER HEREBY WAIVES ANY RIGHT TO AN ACTION FOR SPECIFIC
PERFORMANCE OF ANY PROVISIONS OF THIS AGREEMENT AND ANY RIGHT TO
PURSUE. ANY OTHER REMEDY FOR ANY BREACH OR DEFAULT BY BUYER OF THIS
AGREEMENT; PROVIDED, HOWEVER, NOTHING CONTAINED HEREIN SHALL
CONSTITUTE A WAIVER OF SELLER’S RELOCATION RIGHT (AS DEFINED IN THE
ADDITIONAL OPTION AGREEMENT). BUYER AND SELLER ACKNOWLEDGE AND
AGRFE THAT IN THE EVENT THAT BUYER IS REQUIRED TO PAY THE $2,000,000.00
TO SELLER PURSUANT TO THIS SECTION 12.1, AND IF BUYER HAS ACQUIRED OR
SUBSEQUENTLY ACQUIRES PARCELS 30, 31 AND 32 PURSUANT TO THE
ADDITIONAL OPTION AGREEMENT, THEN SUCH SUM SHALL BE DEEMED TO BE
ADDITIONAL CONSIDERATION PAID BY BUYER FOR THE ACQUISITION OF
PARCELS 30, 31 AND 32 PURSUANT TO THE ADDITIONAL OPTION AGREEMENT.

Scller’s Initials: ___

Buyer’s Initials:

122 Seller’s Additional Remedjes. The sums payable as Damagts under Section 12.1
shall only limit Seller’s damages from Buyer's default under this Agreement beyond all
applicable notice and cure periods. Section 12.1 shall not apply to Seller’s atiorney’s fees and
costs of suit if necessary to recover or retain the sum as damages. Buyer and Seller agree that the
provisions of Section 12.1 shall not apply to Seller’s attomey’s fees and costs of suit in
connection with the recovery or retention of damages provided in Section 12.1, and that Seller
retains the right to pursue any remedy at law or in equity to recover such fees and costs.

123 Buyer's Remedjes. Buyer and Seller agree that if the Seller defaults under this
Agreement beyond all applicable notice and cure periods, then Buyer shall have the right to
pursuc any and all remedies available to Buyer at law or in equity (including, without limitation,
specific performance).

* ARTICLE 13 - REPRESENTATIONS AND WARRANTIES
13.1 Escrow Agent. Escrow 'Agent shall have no concern with or liability or
responsibility for this Article.

3.2 Seller's Warantics and Representations. In addition to any other express

agreements of Seller contained herein, the matlers set forth in this Section 13.2 constitute
represcntations and warranties of Seller. For purposes of Subscctions 13.2.1 through 13.2.8,
whetever the phrase “to the hest of Seller’s knowledge,” “to Seller’s knowledge™ or the

W/

13 Buyer  Seller
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“knowledgc™ of Seller or words of similar import are used, they shall be deemed to refer only to
the actual knowledye of James R. McCann, the representative of Seller who is most
knowledgeable regarding all aspects of the Property. If Seller becomes aware before the Closing
that any representation or warranty has become since the date hereof materially false or
mislcading due to events occuming subsequent to the date hereof which are beyond Seller's
control, the Sclier shall inform Buyer in writing and Seller shall be provided five (5) Business
Days to cure the then current condition of such representation or warranty; provided that Seller
shall be permitted such additional time to cure such condition which cannot be cured within said
five (5) Business Day period (but not to exceed ninety (90) days) if Seller commences efforts to
cure within said five (5) Business Day period and thereafter diligently pursues the cure to
completion and, should Seller not cure such condition within the foregoing period, then Buyer
may at its option either (i) cure the condition and accept a credit against the Purchase Price equal
to the amount expended by Buyer in implementing such cure (not to exceed $1,400,000),
(i1) accept a credit against the Purchase Price equal to the diminution in value or utility of the
Property causcd by such condition (not to exceed $1,400,000), or (iii) terminate this Agreement.

13.2.1 No Brokers. Except for Grubb & Ellis / RRE Commercial (“Broker”),
whose comamission, if any, shall be paid by Seller, Seller has not engaged or dealt with any
broker or finder in connection with the sale contemplated by this Agreement. Seller hereby
agrees o indemnify, defend and hold barmless Buyer from any claims, costs, damages or
liability of or to 2 Broker if the same shall be based ou any statement, representation or
agreement made by Seller with respect to the payment of any brokerage commissions or finders
fzes. Seller shall pay Broker a commission, as described in a separate agreement.

13.2.2 Power and Authority, Seller is a limited partnership duly formed, validly
existing and in good standing under the laws of the state of California. and has the jegal power,
nght and authority lo enter into this Agreement and to consummate the transactions
contemplated hereby. Seller's General Partner, JRM Holdings, Inc., a California corporation, by
James R. McCann, its President, has full power and authority to act as Seller and 10 bind Seller to
this Agrcement. This Agreement has been duly executed and delivered by Seller and (assuming
valid execution and delivery on the part of Buyer) is a legal, valid and binding obligation of
Seller and is enforceable against Seller in accordance with the terms hereof.

13.2.3 Legal Procesdings. To Seller’s knowledge, without duty of inquiry, there
are no pending or threatened actions, suits, claims, legal proceedings or any other proceedings or
investigations affecting the Seller or the Property, or any portion thereof, at law or in equity,
hefore any court, governmental agency or quasi-goveniunental agency, domestic or foreign.

13.24 __gvmm__m "To Seller's know}edge, thhout duty of mqmry.
except as previously disclosed in writing by Seller to Buyer, there has not been any notice from
any court, governmental agency or quasi-governmental agency of any pending or, to Seller's
knowledge, threatcned violation of any law or regulation affecting the Property, or any such
pending or threatened violation, and to Seller’s knowledge no condition currently exists which
with notice and/or the passage of time would constitute any such violation.

13.2.5 Environmental Matters. (i) To Seller’s knowledge, no underground tanks
are pow located, or at any lime in the past, have been located on the Property; (ii) exeépt as may
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be disclosed in that certain Environmental Site Assessment (“ESA™) dated June, 2001 and
updated October, 2003 Document # 6205-011-901 by ENSR, to Seller’s knowledge without duty
of inquiry, no toxic or hazardous substances have been used, generated, treated, stored, disposed
of, or otherwise deposited undcr in or on, or allowed to emanate onto or from the Property,
including without limitation, the surface waters and subsurface waters thereof, which may
support a claim or cause of action under the Comprehensive Environmental Response
Compensation and Liability Act of 1980 (the “Superfund Act™), the Carpenter-Presley- Tanner
Hazardous Substance Account Act, the Califomia Hazardous Waste Control Law, the Porter-
Cologne Water Quality Control Act, or any other federal, state or local environmental statutes,
ordinance, regulations or guidelines (collectively “Environmental Laws™); (iii) Seller has
complicd and is in compliance with all Environmental Laws; and (iv) Seller has not received any
written or oral notice, report or other information regarding actual or alleged material violation
of Environmental Laws, or any material labilities or potential material liabilities relating to the
Property arising under Environmental Laws.

13.2.6 Condemnation. To Seller’s knowledge, without duty of inquiry, there arc
no pending or threatened actions in condemnation, eminent domain, or for acquisition of the
Property or any portion thereof for public use. Seller has no actual knowledge, without any duty
to investigate, of any matters pertaining to the zoning or use restrictions of the Property which
could or would have a material adverse impact on Buyer's intended use of the Property.
Subsequent 1o the date of this Agreement, Seller shall notify Buyer of its actual knowledge,
without duty of inquiry, of any pending or threatened governmental proceedings in eminent
domain, for rezoning or otherwise, which would affect the Property or any portion thereof.

13.2.7 Title Matters. To Seller's actual knowledge, without duty of inquiry,
Seller has good, marketable and indefeasible fee title to the Property, subject to no liens,
cncumbrances, covenants, conditions, reservations, restrictions, easements or other matters
affecting the Property except as described in the specific title exceptions of Schedule B of the
Preliminary Report (exclusive of the “general” or “standard” cxceptions of the Preliminary
Report).

13.2.8 Special Assessments.  To Seller's knowledge, without duty of inquiry,
except us set forth in the Preliminary Repont, there arc no existing or proposed special
asscssments or bonds imposed or required by any federal, state, county, city, or special
asscssment district against the Property.

13.3 Buver's Wamanijes and Representations. In addition to any other express
agreememts of Buyer contained herein, the matters set forth in this Section 13.3 constitute
representations and warranties by Buyer which are now and shall, at the Closing, be true and
correct If Buyer becomes aware before the closing that any representation or warranty has
become since the date hereof materially false or incorrect due 1o events beyond Buyer's control,
Buyer shall inform Seller in writing and Buyer shall be provided five (5) Business Days 1o cure
the then current status of such representation or warranty; provided that Buyer shall be permitted
such additional time 1o cure such condition which cannot be cured within said five (5) Business
Day period (but not to exceed mnety (90) days) if Buyer commences efforts to cure within said

five (5) Business Day period and thereafter diligently pursues the cure to completion id, shauld
15 {0 , uyer “Scller
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Buyer not cure such defect within the stated cure period, Seller may at its option terminate this
Ayreement.

13.3.1 No Broker. Except for the Broker named in (subsection 13.2.1), Buyer
has not engaged or dealt with any broker or finder in connection with the sale contemplated by
this Agreement. Buyer hereby agrees to indemnify and hold Seller harmless from any claims,
costs, damages or liability of or to a Broker, if the same shall be based on any statement,
represcntalion or agreement by Buyer with respect to the payment of any brokerage commissions

or finders fees.

13.3.2 Power and Authority. Buyer has the legal power, right and authority to
enter into this Agreement and, if approved by Buyer's Board of Directors, to exercise the Option
and consummate the acquisition of the Property. This Agreement has been duly executed and
delivercd by Buyer and (assuming valid execution and delivery on the part of Seller) is a legal,
valid and hinding obligation of Buyer and is enforceable against Buyer in accordance with the
terms hereof, .

13.3.3 New Loans. Buyer shall be solely responsible for obtaining any new loans
to be securcd by the Properly which Buyer may desire, and shall be solely responsible for any
fees and other costs or expenses associated with any such loans.

11 14 - NOTICE

14.1 Method of Delivery. All notices to be given under this Agreement shall be in
wriling and either delivered by personal delivery or sent by (i) certified mail, retum receipt
requested, in which case notice shall be deemed delivered three (3) Business Days after deposit,
postage prepaid in the United States Mail, (ii) a nationally recognized overnight courier, in which
case notice shall be deemed delivered one (1) Business Day after deposit with the courier, or
(i) telecopy, fax or similar means if a copy of the notice is also sent within twenty-four (24)
hours by certified mail, return reccipt requested, in which case notice shall be deemed delivered
on transmittal by telccopier or other similar means, provided that a transmission report is
generated reflecting the accurate transmission of the notices, addressed as follows:

Ifto Seller, to: With a copy to:

JRM-ERTC L, L.P. v Michael Lyou, Esq.

C/0 JRM Holdings, Inc. Hilding Kipnis Lyon & Kelly
1040 Andreasen Drive, Ste. 200 11975 El Camino Real, Suite 200
Escondide, CA. 92029 San Diego, CA 92130

Phone: (760) 781-5300 Phone: (858) 623-1111

Fax: (760) 781-5333 : Fax: (858) 623-9114

Nl‘ N
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If to Buyer, to: With a copy to:

Palomar Poraerado [lcath Robert J. Frances, Esq.

15255 Innovation Drive Latham & Watkins, LLP

San Diego, CA 92128 600 West Broadway, Suite 1800
Attention: CFO's Office San Diego, CA 92101

Phone: (858) 675-5567 Phone: (619) 238-2929

Fax: (858) 675-5132 Fax: (619) 696-7419

If to Escrow Agent, to:

Chicago Title Company

~Park Camino Branch

2365 Northside Drive, Suite 600
San Diego, California 92108
Attn: Della Michaelson

Phone: (619) 282-3200

Fax: (619) 282-5201

14.2 Effective Date of Notices. All Notices given by a means provided herein shall be
effective al the tirne(s) set forth in Section 14.1.

TT 15~ SFER OF ESSIO

15.1 Possession. Seller covenants that if Buyer exercises the Option, possession of the
Property shall be transferred to Buyer or Buyer’s designee on the date of the Closing free and
clear of any and all tenancies or other rights of possession, '

ARTICLE 16 - SELLER’S OBLIGATIONS
16.1 Completion of Site Improvement Work,

16.1.1 Rock Pile Removal. The Seller is currently storing a large supply of
crushed rock on the Property, which rock the Seller intends to use in the construction of the
Project’s roads (the “Rock Pile™). Scller hercby covenants that it shall, at its own cost and
expense, cause the Rock Pile to be removed from the Property by no later than December 31,

' 2005. On or prior to such date, Seller shall also repair-any damage caused to the Property by the
storage of the Rock Pile thercon or the removal of the Rock Pile therefrom.

16.1.2 Completion of Site Work. Seller hereby covenants and agrees that on or
before December 31, 2005 (the “Site Work Completion Date™), as such date may be extended
by any Events of Force Majcure, Seller, at Seller’s sole cost and expense, shall have caused
completion of the mass grading of the Project (including the Property) into final construction
pads (finished to = 0.10 feet) 1n accordance with that certain Grading Plan prepared by Project
Design Consultants, job number GP1904, approved by the City of Escondido, De ent of

17 /U) hyer ~ Sclier
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Public Works, Grading Permit number G0604, dated January 23, 2004, and construction of all
strects within the Project, inclusive of all wet and dry utilities to be constructed within such
streets and to a point sclccted by Buyer on or before March 31, 2005 within five (5) feet within
the boundary lines of the Property adjacent to Citracado Parkway, including water, reclaimed
water, storm drain, scwer, telephone, high speed intemet, electric, gas service and other utilities
serving the Project (including the Property) in accordance with (i) those certain Improvement
Plans for Escondido Research and Technology Center Drawing No. P-2398, Sheets 1 through 33,
dated December 29, 2004 prepared by Project Design Consultants and approved by the City of
Escondido on January 4, 2003, as same may be amended or modified in accordance with the
requircments of the City of Escondido and other governmental authorities provided that such
amendments and modifications which would have a material and adverse impact on the value or
use of the Property arc reasonably approved by Buyer in writing within five (5) days after
Buyer's receipt of noticc of such amendments and modifications, and (ii) as described in
Exhibit “C” to this Agrecment (colleclively, the “Site Improvement Work™). Seller covenants
to provide Buyer with prompt notice of all such amendments and modifications to said
Improvement Plans, regardless of whether they would have a material adverse impact on the
Property. Buyer and Seller agree that to the extent that the utility or improvement descriptions
set forth in Exhibit "C” rcpresent upgrades of, or additions to, the utility or improvement
descriptions contained in the matenals described in subsection (i) above (collectively, the
“Utility Upgrades™), the descriptions in Exhibijt “C” shall control with respect to such upgraded
or udded items. If Seller installs the Utility Upgrades and Buyer docs not acquire the Property
due to any reason other than a Seller default under this Agreement, then Buyer shall reimburse
Seller for the additional costs actually incurred by Seiler in providing the Utility Upgrades over
and above the costs Seller would have incurred if such Ulility Upgrades had not been requested
by Buyer; provided, however, thal the maximum amount that Buyer shall be required to so
reimburse Seller is $100,000. In addition to all other rights that Buycr may have under this
Agrcement, and in no way limiting (he obligations of Seller under this Agreement or extending
the time for performance thereof, if Seller has not completed the Site Improvement Work and
discharged its obligations under Section 16.1.1 and Section 16.3, in each case prior to the date
which, pursuant 10 the provisions of Scction 8.1, would otherwise be the Closing Date, then the
Buyer shall have the right (in Buyer's sole discretion and in addition to all other remedies
available to Buyer under this Agreement) to delay the Closing until such time as all such
obligations have been discharged and Buyer bas had the opportunity to confirm that such
obligations have been discharged and performed in full.

16.1.3 Buyer’s Cooperation. During the period commencing on the date of this
Agreement and expiting on completion of the Site Improvement Work, Buyer shall reasonably
coopcrate. at-Scller’s sale cost and cxpense, with Seller and with all of Seller’s consultants,
contractors und subcontractors and their respective agents, employees, and representatives who
provide services, work, or matedals in connection with the Site Improvement Work. Such
cooperation shall include, but not be limited to, providing temporary access and other rights
over, under, and through the Property, in each case to the extent (i) reasonably acceptable to
Buyer and (if) that such activities do not unreasonably interfcre with Buyer’s use of the Property.

16.1.4 Exculpation. Seller expressly assumes all risks and obligations arising out

of or in any way connected with all activities relating in any way 1o the Site Improvefnent Work
(collectively, the “Site Improvement Activities™), including but not limiteq to () the risk that
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Seller or any of its contractors, subcontractors, employees, agents or invitees (collectively, the
“Seller Parties™) might be injured as.a result of the negligence, gross negligence or misconduct
of any of the Scller Parties or as a result of a defect in or on the Property, and (ii) the obligation
1o pay for any services or materials provided in connection with any Site Improvement
Activities; except to the extent that such risks or obligations are caused by the negligence or
willful misconduct of the Buyer or any of its contractors, subcontractors, employees, agents or
invitees (collectively, the “Buyer Parties™). Seller further agrees that it shall cooperate with
Buyer and any lender to Buyer in recording with the San Diego County Recorder, and in posting
at the Property at all times during the term of this Agreement and until the Site Improvement
Work has becn completed, notices of non-responsibility with respect to the Site Improvement
Activities in accordance with any applicable provisions of California law (e.g., California Civil
Code Section 3094).

16.1.5 Release. SELLER HEREBY WAIVES AND RELEASES BUYER
FROM ALL CLAIMS WHICH SELLER MAY NOW HAVE OR HEREAFTER HAVE
AGAINST BUYER FOR ANY INJURY, ACCIDENT, ILLNESS, PROPERTY DAMAGE,
WORK, ACTIVITY, DEATH OR OTHER OCCURRENCE ARISING OUT OF OR IN ANY
WAY CONNECTED IN ANY MANNER WITH THE SITE IMPROVEMENT ACTIVITIES,
OR ANY OTHER ACT OR OMISSTON OF ANY SELLER PARTY ON THE PROPERTY.

In providing this Releasc, Seller certifies that it has read and understands Section 1542 of the
Civil Code, set out below: '

“A general release does not extend to claims which the
creditor does not know or suspect to exist in his favor at the
time of exccuiing the release, which if known by him must
have materially affected his settlement with the debtor.”

Seller hereby waives application of Section 1542 of the Civil Code. Seller understands and
acknowledges that the significance and consequence of this waiver of Section 1542 of the Civil
Code is that even it Seller should eventually suffer additional damages arising out of the Site
Improvement Work, or any activity of any Seller Party on the Property, it will not be permitted
to make any claim for those damages. Furthermore, Seller acknowledges that it intends these
consequecnces even as to claims or causes of action that may exist as of the date of this release
but which Scller docs not know exist, and which, if known, would materially affect Seller’s
decision to cxecute this release, regardless.of whether Seller’s lack of knowledge is the result of
ignorance, ovursight, error, negligence, or any other cause,

Initials of Representative of Seller

16.1.6 Indemnification.  Seller shall keep thc Property free from all
cncumbrances and liens of whatever nature which might arise as a consequence of the Site
Improvement Activities. Seller further agrees to defend, indemnify and hold harmless the Buyer
from and against any and all loss, liability, claim, obligation, demand, judgment, legal

proceedings, cost or expense (including reasonable fees and costs of in-house counsel and
injw¥ (including
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disease, injury, or death), property damage (including loss, destruction or loss of use) or other
claim arising out of or in any way comnected with the entry and performance of any Site
Improvement Activity on the Property or the negligent or willful acts or omissions of any Seller
Party, their officers, employees, contractors, agents, successors or assigns, committed or omitted
in connection with their entry onto the Property (including without limitation: (i) any claims
from any contractors. subcontractors, suppliers, mechanics, materialmen, lessors of equipment,
artisans, architects, rcygistered engineers, land surveyors, machinists, builders, teamsters,
draymen or others providing services, supplies, cquipment, appliances, teams, power or other
skills or materials in connection therewith (or any other persons scting with respect to the
Property and referenced in California Civil Code Section 3181) to the effect that they are entitled
(a) to payments in connection therewith or as a consequence of any other Site Improvernent
Activities, (b)to liens on any portion of the Property as a consequence of any other Site
Improvement Activities or (c)to provide stop notices in connection therewith or as a
consequence of any other Site Improvement Activities; and (ii) all claims, losses, liabilities,
damages, obligations, costs and attorneys fees arising out of or otherwise associated in any way
with any claims referenced in clause (i) of this parenthetical); except to the extent that such
claims or losses are caused by the ncgligence or willful misconduct of the Buyer or any of the
Buyer Partics.

16.1.7 Insurance. Before entering or permitting any Seller Party to enter the
Property pursuant to this Agreement, Seller shall procure single limit liability insurance in an
amount not Jess than One Million Dollars ($1,000,000) in a form acceptable 1o Buyer. Seller
shall name Buyer and cach lendcr to Buyer as an additional insured in all insurance policies. No
insurunce policy may be canceled, materially revised or non-renewed without at least thirty (30)
days writtcn notice being given to Buyer and each lender to Buyer. Insurance must be
maintained without lapse in coverage during the term of this agreement,

16.1.8 Compliance With Laws. Seller agrees that at all times each of the Seller
Parties shall act as an independent contractor hereunder and that all work will be performed
according to state and fedcral regulations and all other applicable laws. To the extent that any
Sitc Tmprovement Activily to be performed by any Seller Party requires, pursuant to applicable
laws, that a permit or other approval first be obtained from a governmental authority, Seller shall
not permit such Site [mprovement Activity to be commenced unless and until said permit or
other approval first has been obtained, and Seller shall cease such Site Improvement Activity if
such permit or other approval ceases to be in effect.

16.1.9 Enforcemnent * er. Each lender to Buyer is an express
1hird party beneficiary of the covenants of Seller set forth in this Agreement.

16.2 Purchasc Price Hold-Back. The parties agree that if Seller has not discharged all
of its obligations under. Sections 16.1.1, 16.1.2 and 16.3, in each case prior to the Closing, and if
the Buyer clects to proceed with the Closing at such time (instead of extending the Closing Date
as per Buyer’s nights under Section 16.1.2), then to secure the Seller’s performance of such
obligations, Escrow Agent is instructed to withhold from the Purchase Price in Escrow at the
Closing a sum equal to One Million Four Hundred Thousand Dollars (31,400,000.00) (the
“Purchase Price Hold-Back™) pending Seller’s discharge of all such obligations. The Purchase
Price Hold-RBack shall be invested by the Escrow Agent in an interest ing acgqunt. Upon

20
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discharge of all such obligations, Escrow Agent shall release the Purchase Price Hold-Back and
intercst thereon to Seller. 1f Buyer so elects to proceed with the Closing prior to the Seller’s
discharge of all such obligations, and if Seller has not completed the Site Improvement Work
prior to February 28, 2006, then Buyer shall have the nght (in addition to pursuing any and all
other rights or remedies that Buyer may have at law or in equity including, without limitation,
specific performance), to cause the Escrow Agent to apply Purchase Price Hold-Back funds
toward the discharge of such Seller obligations, in which case Seller shall automatically lose all
rights that Seller may have in and to the amount of the Putchase Price Hold-Back funds so
expended by Buyer in discharging such Seller obligations.

16.3 Remuval of Skuba Easement. Seller hereby covenants that it shall, at its own cost
and expense, cause that certain eusement (the “Skuba Eascmcent”) for road purposes in favor of
Alan and Nancy Skuba et al. recorded on February 9, 1971 as File No. 24546 of the official
records of the County of San Diego to be removed of record from the Property by no later than

March 31, 2006.
ARTICLE 17 - COVENANTS AND AGREEMENTS OF SELLER

17.1 During the period from and after the Effective Date through the Closing, Seller
covenants and agrees as follows:

17.1.1 New_ Encumbrances. Seller shall not grant or permit any new
encumbrances on the Property which will continue to exist subsequent to the Closing without the

prior wrillen conscnt of Buyer, excluding the Declaration, the Supplementary Declaration, the
Fina] Map, and such easements, dedications, or other encumbrances required by the City of
Escondido or other governmental or quasi-governmental agencies in connection with recordation

~ of the Final Map or reasonably necessary to satisfy any conditions to recordation of the Final
Map or completion of the Site Improvement Work and which have been approved in writing by
Buyer.

17.1.2 Existing Loan, Encumbrances and Liens. At Closing, Seller shall repay in
full any and all then cxisting loans or other monetary judgments or liens (except non-delinquent
taxcs and assessments) which encumber the property, or shall otherwisc cause the Property to be
released from the cncumbrance of any such items.

17.1.3 Notice of Chapge. ~Seller shall promptly notify Buyer of any material
changc in any condition with respect to the Property or of any material event or circumstance
. \»h»ch makes any representation or warranty of Seller upder this Agreement untrue or misleading =
It any material respect.

ARTICLE 18 - GENERAL PROVISIONS
18.1 Definitions. Unless the context otherwise indicates, whenever used in this

Agreement:

18.1.1 Business Day. The term “Business Day” shall mean a normal work day
during each week, excluding Saturdays, Sundays and holidays.

21 M\ uyer  Seller
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18.1.2 Calenday Day. The term “Calendar Day” means a day of the week,
utilizing 365 days a year.

18.1.3 Cash. The word “cash™ means immediately available funds consisting of
either (i) United Staies currency, (ii) a cashier’s or certified check (s) currently dated, issued by a
Federal Insured Institution, payable to the required payee, and honored upon presentation for
payment, or (iii) an amount credited by wire-transfer into the required payee’s bank account.

18.1.4 Escrow. The word “Escrow” shall mean the escrow opened by Escrow
Agent pursuant to the terms of this Agreement.

18.1.5 Escrow Agent. The term “Escrow Agenmt” shall mean Chicago Title
Company - Park Camino Branch, Jocated at 2365 Northside Drive, Suite 600, San Diego,
California 92108, Atm: Della Michaelson, Telephone No.: (619) 282-3200. Facsimile No.:
(619) 282-5201,

18.1.6 Events of Forcc Majeure. As used in this Agreement, “Event of Force
Majeure” shall mean any delay encountered by Buyer or Seller in carrying out their respective
obligations under this Agreement resulting from strikes, lockouts, earthquakes, floods,
unavailability of labor, inclement weather, unavailability of standard materials or customary
facilities, equipment or supplics, govemmental building moratoriums, govermmental or
administrative action or inaction, riot, insurrection, mob violence or civil commotion, war, acts
of God, or ther acts, in each case only to the extent beyond the reasonable control of Buyer or
Seller (financial condition excepted), as the case may be.

18.2 Vesting. Buyer shall specify.the manner in which it shall take title to the Property
on or before the Closing.

18.3 Gender; Number. The use herein of (i) the neuter gender includes the masculine
and the feminine, and (ii) the singular number includes the plural, whenever the context so

requires.

18.4 Captions. Captions in this Agreement are inserted for convenience of reference
only and do not define, describe or limit the scope of the intent of this Agreement or any of the
terms hercof. '

18.5 Exhibits. All exhibits referred to herein and attached hereto are a part hereof.

18.6 Entire Agreement. This Agreement contains the entire agreement between parties
velating 1o the transactions contcmplated hereby; and all prior or contemporancous agreements,
understandings, representation and statements, oral or written, are merged heyein.

18.7 Modificatiop. No modification, waiver, amendment, discharge or change of this
Agreement shall be valid unless the same is in writing and signed by the party against which the
enforcement of such modification, waiver, amendment, discharge or change is or may be sought.

188 Auomey's Fecs. If any party hereto employs an attorney for the glurpose of
enforcing or construing this Agreement, or any judgment based on this Agr
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proceeding whatsoever, including insolvency, bankruptey, arbitration, declaratory relief or other
lingation, the prevailing party shall be entitled to receive from the other party or parties thereto
reimbursement for all attomeys’ fees and all costs, including but not limited to service or
process, filing fees, court and court reporter costs, investigative costs, expert witmess fees, and
the costs of any bonds, whether taxable or not, and that such reimbursement shall be included in
any judgment or final order issued in that proceeding, “Prevailing Party”™ shall have the
meaning ascribed to it under California statutory law.

189 Joint a eral_Liahility. If any party consists of more than one person or
entity, the liability of each such pcrson or entity signing this Agreement shall be joint and
several,

18.10 Goveming Law. This Agreement shall be construed and enforced in accordance
with the laws of the State of California.

18.11 Time of Essence. TIME IS OF THE ESSENCE as to cach and every provision of
this Agreement.

18.12 Severability. In the event any tenm, covenant, condition, provision or agreement
herein contained, is held to be invalid, void or otherwise unenforceable by any court of
competent jurisdiction, the fact that such-term, covenant, condition, provision or agreement is
invalid, void or otherwise uncnforceable shall in no way affect the validity or enforceability of
any other term, covenant, condition, provision or agreement herein contained.

18.13 Successors and Assiens: Assignment. All terms of this Agreement shall be
binding upon, inurc to the benefit of and be enforceable by and against, the parties hereto and

their respective legal representatives, successors and assigns. Except as expressly permitted in
this Agreement, neither party hercto shall assign its interest in the Property or in this Agreement
or any of its rights under this Agreement without the prior written consent of the other party

hereto

18.14 Coupterparts. This Agreement may be executed in any number of counterparts,
each of which so exccuted shall be deemed an original; such counterparts shall togcther
constitutc but one agreement.

18.15 Further Assurances. The parties hereto agree to cooperate with each other and
cxecute any documents reasonably necessary to carry out the intent and purpose of this
Agreement. .

18.16 Survival of Representations and Warrantics. Each party’s representations and

warranties set forth in this Agreement shall survive the Closing and shall remain in effect until
such date as is one (1) year following the completion by such party of all of its obligations under
this Agreecment,

18.17 Development Agreement. The parties acknowledge and agree that Buyer is not
assuming, and upon acquisition of the Property shall not assume, any obligations of the Seller
under that certain Development Agrecment between City of Escondido and JRM-ERTC I and
Pajomar Energy, LLC, recorded in the San Diego County Recorder’s Office 12, 2003 as

23 N) 1 uyer  Seller
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Document Number 2003-0693338, as the same may be amended (the “Development
Agreement”). Seller covenants and agrees that it shall comply with, and fulfill all of its
obligations set forth in, the Development Agreement. This covenant shall survive the closing of
the transactions contemplated by this Agreement.

18.18 Memorandum. The parties hereto will execute and acknowledge a Memorandum
of Option Agreement in the form attached hereto as Exhibit “D” and incorporated herein by this
reference, for purposes of recording in the Recorder’s Office immediately following the
recordation of the Final Map, which Memorandum of Option Agreement shall describe the
Property as b eing subject to the rights, covenants, and restrictions o f this A greement. Buyer
covenants to execute and deliver to Seller, within ten {10) days after Buyer’s receipt of Seller’s
written request, a quitclaim deed (or such other documents reasonably requested by Seller and
reasonably approved by Buyer) sufficient to terminate such Memorandum of Option Agreement
and the Option of record, at any time following expiration of the Option (without its prior
exercise by Buyer) or termination of this Agreement.

IN W ITNESS W HEREOF, this A greement has been executed as ofthe date set forth
above.

SELLER: BUYER:
JRMERTCLLP.  Palomar Pomerado Health, a Califoria
a California limited partnership, Health Care District
By: JRM Holdings, Inc., a California By:

corporation, its General Partner Its:

By:
B Its:
President
24 Buyer er
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Document Number 2003-0693338, as the same may be amended (the “Development
Agreement”). Scller covenants and agrees that it shall comply with, and fulfill all of its
obligations set forth in, the Development Agreement. This covenant shall survive the closing of
the transactions contemplated by this Agreement.

15.18 Memorandum. The parties hereto will execute and acknowledge a Memorandum
of Option Agreement in the fonn attached hereto as Exhibit D" and incorporated hercin by this
reference, for purposes of recording in the Recorder’s Office immediately following the
recordation of the Final Map, which Memorandum of Option Agreement shall describe the
Property as being subject to the rights, covenants, and restrictions of this Agreement. Buyer
coveuants (o cxecute and deiiver to Seller, within ten (10) days after Buyer’s receipt of Seller’s
written request, a quitclaim decd (or such other documents reasonably requested by Seller and
reasonably approved by Buyer) sufficient to terminate such Memorandum of Option Agreement
and the Option of record, at any lime following expiration of the Option (without its prior
cxercise by Buyer) or termination of this Agreement.

IN WITNESS WHEREOF, this Agreement has been executed as of the datc set forth

ashove.
SELLER: BUYER:
JRM-FRTCI, L.P. Palomar Pomerado Health, a California

a California limited partnership.

By:  JRM Holdings, Inc., a Califomia
corporation, its General Partmer

By:

v

- James R. McCann,
President

SDW4311 2 “ m Buyer  Seller
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EXHIBIT “A-1”
TO OPTION TO PURCHASE, PURCHASE AGREEMENT

AND ESCROW INSTRUCTIONS

L D P11
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All that certain real property located in the City of Escondido, County of San Diego,
State of California and described as follows:

$D9733330

Lots 27, 28, 29, 33, 34, 35, and 36 of Escondido Tract
No. 834, in the City of Escondido, County of San Diego,
State of California, according to Map thereof No. 14983,
filed in the Office of the County Recorder of San Diego
County on March 17, 2005 as File No. 2005-0220836,
Official Records.

RV
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EXHIBIT “A-2"
TO OPTION TO PURCHASE, PURCHASE AGREEMENT

AND ESCROW INSTRUCTIONS

SITE PLAN

(See Attached)

Exhibit “A-2"

SLr474333 7
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EXHIBIT “B”

TO PURCHASE AGREEMENT AND ESCROW INSTRUCTIONS

FORM OF GRANT DEED

(See Attached)

- WL

er  Seller
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Recording Requested By and
When Recorded Mail to: i

Palomar Pomerado Heath
15255 Tnnovation Drive
San Diego, CA 92128
Axtention: Robert Hemker

TAPN: Portion of Assessor's Parccl Nos. Space above reserved for Recorder’s Use
232-03-26, 232-03-27, and 232-040-21

GRANT DEED

The undersiyned Grantor declares:
Documentary Transfer Tax not shown pursuant
to Section 11932 of the Revenue and

Taxation Code, as amended

FOR VALUABLE CONSIDERATION, reccipt of which is hereby acknowledged, JRM-
ERTC 1, L.P., a Califomia limited partnership (“Grantor™), hereby grants to Palomar Pomerado
Health, a California Health Care District (“Grantee”), that certain real property (“Property™) in
the City of Escondido, County of San Diego, State of California, more particularly described in
Exhibit “A™ attached hercto.

SUBJECT TO:

1. Nondelinquent general, special and supplemental real property taxes and
asscssments which are a lien not yet payable.

2. Covenaats, conditions, restrictions, easements, reservations, rights, rights-of-way
and other mattery, in each case to the extent that the foregoing are of record or discoverable by
inspection or survey, including, but not limited to, that certain Declaration of Covenants,
Conditions. and Restrictions of Escondido Resecarch and Technology Center recorded
___in the Official Records of San Diego County, Califoria, as Document No.
_ (“Declaration®), which Declaration is hereby incorporated by
refercnce into this Grant Deed as though fully set forth herein.

Dated:_, L 200__ JRM-ERTC], L.P,,
a Califomia limited partnership

By: IRM Holdings, Inc., a California
corporation, it General Partner

By:

Name: James R. McCann
Title:  President

.1-
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STATE OF CALIFORNIA )
) ss.
COUNTY OF SAN DIEGO )
Oun__ , 200__, before me, R
personally appeared ___ and ,

personally known to me (or proved to-me on the basis of satisfactory evidence) to be the
person(s) whose name(s) (is) (arc) subscribed to the within instrument and acknowledged to me
that (he) (she) (they) executed the same in (his) (her) (their) authorized capacity(ies), and that by
(his) (her) (their) signature(s) on the instrument the person(s), or the entity upon behalf of which
the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Notary Public in and for said State

(SEAL)

2-
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EXHIBIT “A™
LECAL DESCRIPTION

All that ccrtain real property Jocated in the City of Escondido, County of San Diego, State of
California, described as follows:

$Da432).?

Lots 27, 28, 29, 33, 34, 35, and 36 of Escondido Tract
No. 834, in the City of Escondido, County of San Diego,
State of California, according to Map thereof No. 14983,
filed in the Office of the County Recorder of San Diego
County on March 17, 2005 as File No.2005-0220836,
Official Records.

EXHIBIT “A”
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STATEMENT OF DOCUMENTARY TRANSFER TAX

In accordance with the provisions of Section 11932 of the Revenue and Taxation Code, I, the
undersigned, request that the Declaration of Documentary Transfer Tax be made on this form
which will not be made a part of the penmnanent record and will be affixed to and returned with

the conveying document after the permanent record is made.

Portion of APN

JRM-ERTC [, L.P., a California limited partnership
(Namc of Grantor)

Palomar Pomerado Health, a California Health Care District

(Name of Graniee)
The undersigned declares that the documentary transfer tax is $ and is
. computed on the full value of the interesi or property conveyed, or is

computed on the full value less the value of liens or encumbrances
remaining thereon at the time of sale.

The land, tenements or realty is located in
an unincorporated area in the county, or

X the City of Escondido

JRM-ERTC L L.P., a California limited

purtnership

By: JRM-Holdings, Inc., 2 California
corporation, its Gencral Partmer
By:

Name: James R. McCamiw
Title:  President

SOATEIET E =4 ﬂ/} 7/[ /
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EXHIBIT “C”
ADDITIONAL SITE IMPROVEMENT WORK INFORMATION

{See Attached)

Exhibit ~C” f S

SI474333.7
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EXHIBIT “D”
TO OPTION TO PURCHASE, PURCHASE AGREEMENT
AND ESCROW INSTRUCTIONS

F OF MEMO! OF PURCHASE

(See Attached)

Exhibit “D" ¢ )
uyer  Seller
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Recording Requested By and
When Recorded Mail to:

Michael E. Lyon, Esq.

Hilding Kipnis Lyon & Kelly
11975 El Camino Real, Suitc 200
San Diego, CA 92130

APN: Portion of 232-03-26, 232-03- Spacc above reserved for Recorder’s Use
27, and 232-040-21

MEMORANDUM OF OPTION TO PURCHASE

THIS MEMORANDUM OF OPTION TO PURCHASE (“Memorandum™) is made and
entered into as of this day of March, 2005, by and between JRM-ERTC 1, L.P, a
California limited partnership (“Seller”) and Palomar Pomerado Health, a California Health Care
Distnict (“Buyer”™).

RECITALS

Pucsuant 1o that certain Option to Purchase, Purchase Agreement and Escrow Instructions
datcd as of March _, 2005 (as may be amended, the “Agreement”), executed by Buyer and
Seller, Buycr has an option to acquire from Seller that certain real property (“Property”) located
in the City of Escondido, County of San Diego, State of California, more particularly described
in Exhibit “A" attached to this Memorandum and incorporated into this Memorandum by this

reference.

AGREEMENT

FOR VALUABLE CONSIDERATION, the receipt and sufficiency of which arc hereby
acknowledged. Buyer and Seller agree as follows:

1 Seller hereby grants to Buyer an option (the “Option”) to purchase the Property
for the perod and upon thc lerms, covenants, conditions and provisions set forth in the
Agreement. AN of the terms, covenants and provisions of such Agreement are hcrcby
incorporated into this Memorandum by reference. :

2. Buyer covenants, for itself, its successors and assigns, as the holder of the Option,
(0 execute and deliver to Seller, its successors or assigns, as the owner of the Property, within ten
husiness days afier Buyer's receipt of Seller’s written request, a quitclaim deed (or such other
documents reasonably requested by Seller and reasonably approved by Buyer) sufficient to
termminate the Option of record, at any time following expiration of the Option if the Option has
not theretofore been exercised by Buyer. '

1 This Memorandum is to be recorded in the Official Records of San Diego County,

, )
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4. This Memorandum may be executed in counterparts, all of which shall constitute
the same Memorandum, notwithstanding that all parties to this Memorandum are not signatory to

the same or original counterpart.

5. Nothing in this Memorandum shall modify any of the terms of the Agreement.

IN WITNESS WHEREOF, the parties to this Memorandum have executed this
Mcmorandum as of the date first set forth above.

“BUYER™ “SELLER":

Palomar Pomerado Health, a California JRM-ERTC], L.P.

Health Care District _ a California limited partmership,
By._.... By: JRM Holdings, Inc., a California
Its: corporation, its General Partmer
BY: e By:

Its: o James R. McCann, President

[NOTARIES ON FOLLOWING PAGE]

SDid7a3335 N\ //L.
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STATE OF CALIFORNIA )
} 8.
COUNTY OF SAN DIEGO )
On , , 2005, before me, o
personally appeared and ,

personally known to me (or proved to me on the basis of satisfactory evidence) to be the
person(s) whose name(s) (is) (are) subscribed to the within instrument and acknowledged to me
that (he) (she) (they) executed the same in (his) (her) (their) authorized capacity(ies), and that by
(his) (her) (their) signature(s) on the instrument the person(s), or the cntity upon behalf of which
the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Notary Public in and for said State

(SFAL)
STATE OF CALIFORNIA )
) 8.
COUNTY OF SAN DIEGO )
On . , 2005, before me, __ . .. N
personally appeared and

personally known to me (or proved to me on the basis of satisfactory evidence) to be the
person(s) whosc namc(s) (is) (arc) subscribed to the within ‘instrument and acknowledged to me
that (he) (she) (they) executed the same in (his) (her) (their) authorized capacity(ies), and that by
(his) (her) (their) signature(s) on the instrument the person(s), or the eatity upon behalf of which
the person(s) acted, executed the instrament.

WITNESS my hand and official seal.

Notary Public in and for said State

(SEAL)

U433 N) , ﬂ
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EXHIBIT A
(Legal Description)

All ihat certain real property located in the City of Escondido, County of San Dicgo, State of
California, described as follows:

Lots 27, 28, 29, 33, 34, 35, and 36 of Escondido Tract
No. 834, in the City of Escondido, County of San Diego,
State of California, according to Map thereof No. 14983,
filed in the Office of the County Recorder of San Diego
County on March 17, 2005 as File No. 2005-0220836,
Official Records.

EXHIBIT “A” W
$0474233.2 /q
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